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United States of Anmerica DEPARTNMENT
DEPARTMENT OF COMVVERCE ADM NI STRATI VE ORDER 213-5
DEPARTNVENT DATE OF | SSUANCE EFFECTI VE DATE
ADM NI STRATI VE June 21, 1991 June 21, 1991
ORDER SERI ES

SUBJECT

AUDI T RESOLUTI ON AND FOLLOW UP

SECTI ON 1. PURPGCSE.

.01 This Order prescribes the policies and procedures to be used in
resol ving and inplenmenting audit recommendati ons contained in:
managenent audit reports; audit reports of Departnment of Commrerce
(DOC) grants, cooperative agreenents, |oans and | oan guarantees; and
preaward and postaward audits of DOC contracts. This order also
specifies the roles of the organizational units, Audit Foll ow up
Oficial and the Inspector General with regard to audit resol ution
and foll owup, and prescribes policies and procedures for recording
recei vables resulting fromaudit resolutions.

.02 This revision inplenents the provisions of OMB Circul ar A-50,
AAudit Fol | ow up; incorporates appropriate provisions fromthe

Menor andum of Agreenent of Septenber 26, 1988 between the | nspector
Ceneral and the Assistant Secretary for Adm nistration covering the
handl i ng of financial assistance audits resulting in a debt;

i ncorporates audit definitions and sem annual reporting requirenents
of the Inspector General Act Amendnments of 1988; changes the title of
the Order; and generally updates the structure and | anguage of the

O der.

SECTI ON 2. SCOPE AND AUTHORITY.

.01 This Order applies to all DOC organizational units (see
paragraph 4.17) involved in nmonitoring and resol ving audit
reconmendati ons, establishing audit-rel ated debts due the CGovernnent,
and i npl ementi ng agreed-upon audit recommendati ons as a result of
final audit reports issued by or under the supervision of the Ofice
of Inspector General (O G. Audit reports circulated in draft for

t he purpose of obtaining corments are not subject to this Oder.
Preaward contract audit reports invol ving recomendati ons on
estimates of future costs and postaward contract audit reports are
subject to this Order only to the extent of nonitoring Contracting
O ficer actions, since such reports generally are resolved by
negotiation or a contracting officer:s decision and as such are not
subject to the six-nonth time frane set forth in this Oder. This
Order does not apply to audits conducted by the General Accounting
O fice but does enconpass single Audit Act reports

USCOMM B 89-8911



DAO 213-5 -2- 2.02

.02 This order is intended to aid the internal managenent of the
Departnent, and is not intended to create any right or benefit enforceable at
| aw by a party against the Departnent or its officers.

SECTI ON 3. PQOLI CY

.01 Audit followup is an integral function of managenent and is a shared
responsibility of DOC and O G managenent. DOC and O G officials shall act
pronptly to resolve audit findings and reconmendati ons and to i npl ement
corrective actions. A unified DOC decision on resolution of audit
recommendat i ons shall be made within six nonths of the issuance of the audit
report. Tinely action to inplement accepted audit recomrendati ons by
responsi bl e managenent officials is an integral part of the DOC s audit
system and is the key to its effectiveness. Mnitoring of the inplenmentation
actions on resol ved audit recommendations ensures that final actions are
actual ly taken.

.02 The heads of the organizational units to which audit findings and
reconmendati ons pertain have primary responsibility for pronpt and proper
audit resolution and inpl ementation.

.03 If the O G does not agree with the proposal of the responsible audit
action official for handling a recomendati on contained in a nmanagenent or
financial assistance award audit report, every attenpt will be nmade by agency
managenent officials and O G officials to resolve the issues. If this

fails, the issues will be referred to the Audit Resolution Council. If
resolution is not reached through the Council, the issue will be elevated to
the Deputy Secretary for decision.

.04 In the case of preaward and postaward contract audit reports, the
contracting officer is responsible for giving full consideration to the audit
advi ce and for docunenting the disposition of audit reconmendations. The
contract followup system should be structured in consonance with the

i ndependent, deci sion-making role of the contracting officer and the
financial advisory role of the contract auditor.

SECTI ON 4. DEFI NI TI ONS

.01 All oned Costs. The anmount of costs which were questioned by the auditors
but were subsequently determ ned during audit resolution, or during
negoti ations by a Contracting Oficer, to be allowabl e project costs.
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.02 Audit Action Oficial. An individual designated by the audit liaison to
ensure tinmely responses to all audit findings and inplenmentation of accepted
reconmendations for a specific audit report. For managenent audit reports,
the audit action official should be the responsible programofficial for the
audited area. For contract audit reports, the audit action official shall be
the responsible contracting officer. For financial assistance audit reports,
the audit action official should be the official responsible for providing
financial assistance adm nistration of the grant or cooperative agreenent.
For Single Audits where DOC is the cogni zant agency, the audit action

of ficial should be the official assigned by the organizational unit
designated by the Ofice of |Inspector General

.03 Audit Action Plan. A plan with target dates for conpletion, and where
applicable, internediate mlestones for inplenentation of each nanagenent,
| oan, or |oan guarantee audit reconmendation. (see Exhibit 7 of this Order.)

.04 Auditee. The entity which was the subject of the audit (e.g., DOC
organi zational unit or facility, contractor, recipient of financia
assi st ance) .

.05 Audit Followup Oficial. A high-level managenment official designated
by the Secretary, pursuant to OVB circular A50, to be responsible for audit
followup for the DOC. The designated Audit Followup Oficial for DOCis the
Assi stant Secretary for Adm nistration.

.06 Audit Liaison. An individual designated, pursuant to _DAO 213-3,

"I nspector General Auditing," by the head of the organizational unit to
central ly manage and coordinate all audit reports and nonitor inplenentation
of audit recommendati ons.

.07 Audit Resolution. The process by which the DOC reaches an effective
managenent decision in response to audit reports.

.08 Audit Resolution Council. A group of DOC managemnent officials convened
by the Audit Followup Oficial (Assistant Secretary for Adm nistration) to
di scuss the differences and determ ne the course of action when resol ution
cannot be reached between O G and organi zational unit officials on audits

ot her than contract audits. The council w Il consist of the Assistant
Secretary for Administration, the Inspector CGeneral, and the head of the
appropriate organi zational unit.
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.09 Audit Resolution Determ nation. A letter prepared by the audit action
official which will be used to informthe auditee of the results of the
resolution of a financial assistance audit. (see Exhibit 9 of this Oder.) In
the event a paynment is found to be due, the Audit Resolution Determnation
serves as the first notice to the auditee of the debt.

.10 Audit Resolution Oficer. A senior-level individual designated by the
head of the organizational unit to have explicit authority to resolve audit
findings and recommendations. If resolution is not reached at the audit
action official level the designated individual will be responsible for
attenpting to resolve audit issues with O G s Assistant Inspector General for
Compl i ance and Audit Resolution prior to elevation to the Audit Resolution
Counci | .

.11 Audit Resolution Proposal. A nmenorandum prepared by the

audit action official and addressed to the O G official responsible for the
audit report which proposes the resolution actions to be taken on financial
assi stance audit recommendations. (see Exhibit 8 of this Oder.)

.12 O ai ned Costs. Costs clainmed by the grant or cooperative agreenent
reci pient as expenditures nmade in carrying out the project.

.13 Contract Audit Report. The contract auditor's witten advice to a
contracting officer advocating specific action on the part of the contracting
of ficer or contractor and/or including highly qualified or adverse opinion
information: An audit report could include amobunts questioned, exceptions to
a contractor's system or operations, recomrended price adjustnents, or
notification of a contractor non conpliance with cost accounting standards.

.14 Di sal | oned Costs. The ampunt of costs which were questioned by the
auditors or the audit action official and were subsequently determ ned during
audit resolution, or during negotiations by a Contracting O ficer, that

shoul d not be charged to the Governnent.

.15 Final Action. The conpletion or inplenmentation of all actions that were
agreed upon by the O G and the organizational unit (in the audit action plan
or audit resolution determ nation or through the Audit Resolution Council) or
by the Deputy Secretary during the audit resolution process. In the case of
contract audits where no debt has been established, final action neans the
final decision by the contracting officer, and occurs when the contracting

of ficer prepares the witten determ nation.
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.16 Fi nanci al Assi stance Agreenents. As used in this Order, all grant and
cooperative agreenent awards. For the purpose of this order, |oans and | oan
guar ant ee agreenents shall not be included whenever the term financial

assi stance is used.

.17 Finding. A witten description of a problemarea or an area which can
be made nore efficient, econom cal, or effective as disclosed by audit. The
finding sets forth the condition(s), cause(s), and effect(s) of the areas
di scussed. A finding serves as the basis for an audit recomendati on

.18 Managenent Audits. Reviews conducted by the O G of the prograns,
operations, and activities of the DOC to determ ne:

a. whet her they are being carried out in conmpliance with |aws, regul ations,
and sound accounting procedures;

b. whet her they are being adm nistered efficiently and economically, with
adequate internal controls in place; and

C. whet her they are effective.

19 Managenent Deci sion. Final decision by managenent on audit findings and
reconmendati ons including action to be taken.

20 Oganizational Unit. For purposes of this order, a Secretarial or
Departnental office or a primary operating unit in the DOC, including the
of fice of the Assistant Secretary for Adm nistration when appropri ate,
charged with carrying out specified substantive functions (i.e., programns) of
the DOC. The heads of sonme organizational units are Program Secretari al
O ficers; in other cases, they are separate officers who report and are
responsible to a Program Secretarial Oficer, or directly to the Secretary or
Deputy Secretary. In the case of financial assistance audits, the head of the
organi zational unit shall be the head of the organizational unit that
adm ni sters the financial assistance award.

.21 Post award Contract, Financial Assistance, and Loan Audits. Revi ews of
the DOC s contracts, grants, cooperative agreenents, |oans, and | oan
guarantees may be conducted by the O G by other federal audit agencies on a
rei mbursabl e basis, by State and | ocal governnent audit units, or by

i ndependent public accounting firms hired by the O G or by auditees to
assess the:

a. adequacy of accounting and internal controls;

b. all owability of costs;
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C. compliance with |laws, regul ations, and terns of the award; and
d. degree to which the project will achieve or has achieved desired results.
.22 Preaward Contract Audits. Reviews of prospective contractors' finances,

accounting systens, proposed changes and practices for accunul ating costs to
det er mi ne whet her:

a. the contractors' finances are adequate to performthe contract;

b. the contractors' accounting systemis adequate to accumul ate the type of
cost information required by the contract; and

C. there are any significant deficiencies in the cost estimtes used in the
contractors' proposals.

d. These audits al so include reviews of proposed nodifications to existing

contacts.

.23 Price Negotiati on Menorandum A nenor andum prepared in accordance with
the Federal Acquisition Regulations (FAR) by the contracting officer at the
concl usi on of each negotiation of an initial or revised price. The nmenorandum
i ncludes details on variances fromthe audit report recomendati ons.

.24 Questi oned- Costs. A clained or proposed federal cost that is
reconmended for disall owance because of:

a. an alleged violation of a provision of a law, regulation, contract, grant,
cooperative agreenent, or other agreenment or. document governing the
expendi ture of funds;

b. a finding that, at the time of the audit, such cost is not supported by
adequat e docunent ati on; or

C. a finding that the expenditure of funds for the intended purpose is
unnecessary or unreasonabl e.

.25 Recommendati on. The O G s proposed action to correct the cause and/or
renmedy the effect of an audit finding. Recomrendations al so include
guestioned costs.

. 26 Recommendati on That Funds Be Put To Better Use. A recommendati on that
funds could be used nore efficiently if managenent took action, including:
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a. reductions in outlays;
b. deobligation of funds from prograns or operations;
C. wi t hdrawal of interest subsidy costs on |oans or |oan guarantees,

i nsurance, or bonds;

d. costs not incurred by inplenenting recommended i nprovenents related to
the operations of the establishnment, a contractor or grantee;

e. avoi dance of unnecessary expenditures identified in preaward revi ews of
contracts or grant agreenents; or

f. any ot her savings which are specifically identified.

.27 Resol ved Audit Report. A nmanagenent, financial assistance, |oan or |oan
guarantee audit report for which the audit action official (or higher |evel
organi zational unit official) and the O G have agreed upon, or the Deputy
Secretary has deci ded upon, the actions to be taken on all reconmrendations in
the report. The Inspector General Act Amendments of 1988 refers to this as a
managenent decision. Audit resolution is the neans by which the DOC reaches a
managenent deci sion. The managenent decision for contract audits is made by
the contracting officer.

.28 Single Audits. Audits perforned pursuant to the Single Audit Act of
1984 which requires that each State or |ocal governnment fé6ceiving $100, 000 or
nore in federal assistance have a single financial and conpliance audit each
year. One federal agency is assigned to be the cognizant agency and oversees
the audit of federal funding.

.29 Unsupported Cost. A cost that at the time of the audit was not
supported by adequate docunentation. This is al so included under questioned
costs.

.30 Witten Determ nation. A decision by the audit action official on
actions to be taken on audit recommendati ons. The witten determnination for
managenent, | oan, and | oan guarantee audits is the Audit Action Plan (see
Exhibit 7 of this order). The witten determ nation for financial assistance
audits is drafted as an Audit Resolution Proposal (see Exhibit a of this
order), which becomes an Audit Resol ution Determ nati on when agreenent has
been reached (see Exhibit 9 of this order). The witten determ nation for
postaward contract audits may include a contract nodification, other
appropriate docunments, or a contracting officer's final decision prepared in
accor dance
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with FAR 33.211. The final witten determ nation for preaward contract audits
is the Price Negotiation Menorandum

SECTI ON 5. RESPONSI BI LI TI ES.

.01 Oganizational Units Shall Do The Fol | ow ng:

a. Devel op and mai ntain operating procedures to conply with policies set
forth in this Order, including guidelines for receiving and handling appeal s
of Audit Resol ution Determ nations.

b. Designate an audit |iaison and ensure that controls are devel oped to
provide tinely, accurate and conplete responses to audit reports.

C. Designate a senior official as the audit resolution officer in accordance
with Section 9. of this O der.

d. Wthin the time frame specified by the OG (30- 75 cal endar days
dependi ng on the conplexity of the audit issues) after a final nanagenent,
financi al assistance, or loan audit report is issued:

1. Designate an audit action official to ensure responses to all audit
findings and inplenmentation of resolved recomrendati ons.

2. Revi ew t horoughly the issued audit report and auditee responses, if any,
consi der carefully each finding and reconmrendati on, and determnm ne whether the
reconmendat i ons can and shoul d be i npl ement ed.

3. Ensure that a witten determ nation is prepared (see Exhibits 7 and 8 of
this Order), specifying concurrence or nonconcurrence with each
reconmendati on. The witten determination shall present a specific plan of
corrective action with appropriate target dates for inplenmenting all accepted
reconmendati ons, and shall provide a justification for nonconcurrence with
any reconmendati ons.

4. In cases involving | egal issues, obtain concurrence of the Ofice of
Ceneral Counsel or the organizational unit:s |egal office prior to submtting
a witten determi nation for resolution.

5. in cases invol ving budget issues, obtain concurrence of the
organi zational unit's budget office prior to submtting a witten
determ nation for resolution.
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e. After resolution

1. Prepare one of the follow ng, as appropriate:

(a) the Audit Resolution Determination (see Exhibit 9 of this Oder);

(b) the Price Negotiation Menorandum in accordance with FAR for preaward
contract audit reports and postaward reports requiring contract price
nodi fi cati ons;

(c) a contracting officer's final decision prepared in accordance with FAR
33.211; or

(d) ot her contract docunents which docunent final resolution of the audit.

2. Prepare the Accounting Notice of Audit Resol ution Determ nation (see
Exhibit 10 of this Order) or as appropriate, the necessary contract
nmodi fi cati on, demand for payment (which may be a part of a contracting
officer's final decision), or other contract docunents, for notifying the
responsi bl e finance officer of all accepted audit recomendations resulting
in financial actions, including amounts due the Governnment or anmounts to be
wi t hhel d from payment by the CGovernment; and ensure that all information
necessary for the establishnent of accounting and collection controls for
anounts due the Governnent is transmitted within ten working days of
resolution, to the office responsible for recording the accounts receivable
and billing the debtor.

f. Ascertain whether the corrective actions decided upon by managenment on
accepted recommendati ons have in fact been satisfactorily inplenented.

9. Submit quarterly status reports to the Assistant Secretary for
Adm ni stration on the status of actions taken to inplenment resolved audit
reconmendat i ons.

.02 Ofice O Inspector General Shall Do The Fol | owi ng:

a. Prepare audit reports with findings and recommendati ons and transmit
copies of audit reports as required by this Order and DAO 213 3.

b. Designate the appropriate Commerce organi zational unit for each single
audit report on which DOC is the cognizant agency and require the head of the
organi zational unit to designate an audit action official.
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C. In conjunction with the office of the Secretary, maintain a nanagenent
i nformation system which tracks all audit findings and reconmendati ons unti
recommendati ons are resolved and the final actions have been taken to

i npl ement the reconmendati ons.

d. Eval uate the adequacy of witten determ nations for managenent,

financial assistance and | oan audits and obtain | egal review of cases which

i nvol ve a legal dispute or of proposed resol utions which appear inappropriate
or could result in litigation

e. Designate the Assistant |Inspector General for Conpliance and Audit
Resolution to attenpt to resolve audit issues with organizational unit audit
resolution officers prior to elevation to the Audit Resol uti on Council

f. Informthe Audit Followup official when major disagreenents with
organi zati onal units cannot be resolved within 45 cal endar days of receipt of
proposed audit action plan or audit resol ution proposal

g. Participate in neetings of the Audit Resol ution Council

h. Report to the Assistant Secretary for Administration nonthly on the
status of audit resol ution.

i Provide the audit liaisons with nonthly data on unresol ved audit
recommendati ons and overdue witten determ nations.

j- Provi de the Assistant Secretary for Administration with copies of al
audit action plans which are agreed to by the organi zational unit and the
A G including nodifications to previously approved audit action plans.

k. Perform selective followup reviews to deternine if the Audit Fol |l owup
O ficial has adequately nonitored the inplenentation of corrective actions.

1. Perform peri odi c managenent audits of organizational units audit
resolution activities, including the inplenmentation and effectiveness of
signi fi cant recomendati ons.

m Forward the I nspector General Sem annual Report to the Audit Fol |l owup
official, no later than April 30 and Cctober 31 of each year, to review and
prepare the Report on Final Action
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.03 Assi stant Secretary For Adm nistration (Audit Foll owup Oficial) Shal
Do The Fol | ow ng:

a. Ensure that Departnentw de systens of audit followup, resolution, and
i npl ementation (final action) are docunented and in place.

b. Informthe Deputy Secretary when mgjor di sagreenments between

organi zational units and the O G have not been resolved by the Audit
Resol uti on Council. Prepare a presentation of the issues including both the

|G s and the organi zational unit:s argunments for the Deputy Secretary's

deci sion. The presentation should include any O G and/ or organi zational unit
position paper subnmitted within 10 cal endar days of the Audit Resol ution
Counci | neeting.

C. Revi ew quarterly progress reports from organi zati onal units on the status
of actions taken to inplenment audit reconmendations.

d. VWhen appropriate final action has been taken, inform organizational units
that no further reporting is required.

e. Perform sel ected quality assurance reviews of inplemented reconmmendati ons
to ensure they conformto the requirenents of the audit action plan. If the
review reveals that the action taken does not conformto the requirenents of
the audit action plan, the organizational unit will be notified and required
to resune reporting on the recommendati on

f. In conjunction with the O G nmaintain a managenent informgion system
whi ch tracks all resolved audit recommendations until the auditee has
successfully inplemented corrective actions and all audit-rel ated debts are
collected, offset, or witten off.

g. Est abl i sh Departnmentw de policies and procedures for controlling and
accounting for nonetary disallowances in audit reports.

h. Moni t or Departmentw de col |l ecti ons of DOC audit-rel ated debts owed to the
Gover nnent .

i Report on Final Action. No later than May 31 and Novenber 30 of each
year, prepare a report on final actions taken on the audit reports for the
Secretary to transmt to the head of the appropriation committees or
subconm ttees of the Congress along with the Inspector Ceneral's Sem annua
Report. The O G shall be provided with an information copy of the
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report. According to the Inspector Ceneral Act Amendnents of 1988, the
report on final action must contain the follow ng:

1. Any comments the Secretary deens appropriate

2. Statistical tables showi ng nunber of audit reports and dollar val ue of
di sal | omed costs for which

(a) Fi nal action had not been taken by the begi nning of the reporting
peri od.

(b) Managenent deci sions were nmade (audits resolved) during the reporting
peri od.

(c) Final action was taken (audits inplenented) during the reporting period
showi ng:

(1) The dol |l ar val ue of disallowed costs that were recovered and the net hod
of recovery (collection, offset, etc.); and

(2) The doll ar val ue of disallowed costs that were witten off.

(d) No final action had been taken by the end of reporting period.

3. Statistical tables showi ng nunber of audit reports and dollar val ue of
reconmendati ons agreed to during audit resolution that funds be put to better
use, for which:

(a) Fi nal action had not been taken by the begi nning of reporting period
(b) Managenent deci si ons were made during reporting peri od.

(c) Fi nal action was taken during reporting period show ng dollar val ue of
reconmendati ons actually inplemented and dol |l ar val ue of reconmendati ons t hat
managenent subsequently concl uded should not or could not be inplenented or
conpl et ed.

(d) No final action had been taken by end of reporting period.

4. For all reports where managenment deci sions have been made but fina
action has not been taken within one year of the nanagenent decision, the
Secretary mnust:

(a) List all such reports and date each was issued show ng doll ar val ue of

di sal | omed costs and/or value of recommendations that funds be put to better
use for-each
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(b) Provi de an expl anation of reasons final action has not been taken with
respect to each such audit report.

.04 Ofice of General Counsel Shall Do The Fol | owi ng:

a. Provi de | egal advice or assistance to organi zational units upon request
for legislative or regulatory interpretation.

b. Upon request of an organizational unit, review audit resolution
proposals which will result in the establishment of a debt or other adverse

action against the auditee, including but not limted to, denial of clained
costs, reduction in award ampunt, suspension, and term nation. In such cases,
OCC review is required for the presentation of position papers and issues by
the Audit Followup Oficial for a final decision by the Deputy Secretary.

C. Provide in witing the | egal basis, when applicable, for organizationa
unit decisions not agreeing with an audit reconmendati on.

d. As provided in DAO 203-23, concur in agency claimreferrals to the
Comptroll er General or the Departnent of Justice.

SECTI ON 6. PROCEDURES FOR RESOLUTI ON OF AUDI T RECOMVENDATI ONS.

.01 Audit Resolution Tinme Line. Appendi x A provides an overview in cal endar
days of the audit resolution process and its key mlestones. The tine line is
consistent with the statutory requirenment to report to Congress audit
reconmendat i ons unresol ved in excess of 180 cal endar days fromissuance of the
OGs final audit report.

.02 Managenent, Loan and Loan Guarantee Audits. Procedures for resolution of
managenent audit reports and |l oan and | oan guarantee audit reports are as
fol | ows:

a. The A G shall transnmit copies of final audit reports to the audited
organi zati on's nanagenent and appropriate audit |iaison (see Exhibit 1 of
this Order) and the Audit Followup O ficial. Wen appropriate, the A G shal
transmt copies of the reports to other senior DOC nmanagenent officials
concer ned.

b. The A G shall indicate in the transmttal letter of the report the
anount of time the organizational unit will have to prepare an audit report
action plan. The tine allotted will range from30 to 60 (maxi mnun) cal endar

days depending on the conplexity of the audit issues. The organi zationa
unit=s head may submit to the OGa witten request for an extension
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of this deadline by explaining the circunstances that will require nore tine.
The O Gw Il approve or disapprove-the request in witing within 5 working
days of receipt. organizational units, however, should assune that the
original deadline will stand until notified otherwise by the QG

C. The organi zational unit's audit liaison shall coordinate assignment of an
audit action official

d. The audit action official shall prepare an audit action plan (see Exhibit
7 of this Order) and provide the plan to the audit liaison who will forward
the approved plan to the OG If the audited organization disagrees with an
audit recomendation, it shall provide the rationale, criteria, and/or |ega
basis for rejection of the recomendati on.

e. Upon receipt of the audit action plan, the O G has 15 cal endar days to
review the plan and notify the organization of its agreenent or disagreenent.
If the O G concurs with the proposed actions, the AGw Il return signed

copies of the plan to the audit liaison and the Audit Foll owup offici al

The O GwIll retain a copy of the plan for its files. If the OG di sagrees
with the proposed actions, the notification should include reasons for

di sagr eenent.

f. During the 45 cal endar day period following tinmely subm sion of the
audit action plan, O G s Assistant Inspector General for Conpliance and Audit
Resol uti on and the organi zational unit's audit resolution officer shal
attenpt to resolve any disagreenents. |If no resolution has been reached

at the end of 45 cal endar days, the OGw Il notify the Audit Foll owup
Oficial who will convene a neeting of the Audit Resolution Council. If audit
resolution is not reached through the Audit Resolution Council, the matter
will be referred to the Deputy Secretary for final decision.

.03 Financial Assistance Audits. Procedures for resolution of financial
assi stance audit reports, not including | oan and | oan guarantee audit
reports, are as follows:

a. The A G shall transnmit final financial assistance audit reports to the
appropriate parties (see Exhibits 2 through 4 of this Oder). Wen
appropriate, the O G shall transmt copies of the reports to senior DOC
managenent officials concerned.

b. The auditee has 30 cal endar days fromthe report transnmittal date to send
a response to the audit action official
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1. Except as provided in subparagraph 2. below, financial assistance audits
that result in or may result in the establishment of a debt and/or other
adverse action against the auditee, shall provide the auditee at |east two
opportunities to coment upon the findings and recomendations in the audit
report and to submit additional docunentary evidence to support the auditee's
positions. Under DAO 213-31 "lInspector General Auditing," the auditee is
given 30 days fromthe transmittal of the draft audit report in which to
submt witten comments and docunentary evidence. The auditee will also be
given 30 days fromthe transmttal of the final report in which to submt
written comments and docunentary evidence to the audit action official. Based
on review of the coments, argunents, and evidence avail able at the
expiration of this time period, the Departnent will make its decision on

the actions it will take as a result of the final audit report.

2. If the Inspector General or the organizational unit of the Departnent
determined that it was not in the best interest of the Governnent to provide
the auditee with the draft audit report for coment, such deternination shal
be provided in witing to the audit action official in the transmttal for
the final report. If the report will result in the establisment of a debt,
a copy of the final report will be provided to the auditee for comrent and
subm ssion of evidence in support of its position. If the report will result
in other adverse action against the auditee, the transmittal for the fina
report will notify the organizational unit that the auditee nust be provided
the appropriate due process before final action can be taken

C. VWhen transmitting the audit report to the organizational unit, the OG
shall indicate the due date of the audit resolution proposal (see Exhibit 8
of this Order). The tine allotted will range from30 to 75 (maxi munm) cal endar
days dependi ng on conplexity of the audit issues and whether the auditee has
been asked to comment. If a response is not received fromthe auditee by the
30th day after the transmittal of the audit report, the audit-action officia
is still required to provide the OGw th an audit resolution proposal based
on the available informati on by the due date.

d. The audit action official shall prepare an audit resolution proposa
(see Exhibit 8 of this Order) and provide the proposal to the audit |iaison
who will forward the approved proposal to the OG If the organizational unit
di sagrees with an audit recomendation, it shall provide the rationale,
criteria, and/or |legal basis for rejection of the reconmendation
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e. The organi zational unit's head may submt a witten request to the OG
for an extension of the audit resolution proposal deadline by explaining the
circunmstances that will require nmore time. The OGw Il approve or disapprove

the request in witing within 5 working days after receipt. Organizational
units, however, should assune that the original deadline will stand until
notified otherwise by the O G

f. Upon receipt of the audit resolution proposal, the O G has 15 cal endar
days to review the plan and notify the organization of its agreenment or

di sagreenent. If the O G concurs, the OGw 11 return the signed proposal to
the audit action official. If the O G disagrees, the notification should

i ncl ude reasons for disagreenent.

g. During the 30 cal endar day period followingtinely subm ssion of the
audit resolution proposal, the O G s Assistant Inspector General for

Compl i ance and Audit Resolution and the organi zational unit's audit
resolution officer shall attenpt to resolve any disagreenents. |If no

resol uti on has been reached at the end of that period, the OGw Il notify
the Audit Foll owup official who will convene a neeting of the Audit

Resol ution Council. If audit resolution has not been reached through the
Audit Resolution Council, the matter will be referred to the Deputy Secretary
for final decision.

g. The audit action official has ten working days after receipt of signed
(agreed to) audit resolution proposal to prepare an Audit Resol ution

Determ nation (see Exhibit 9 of this Oder) and an Accounting Notice of Audit
Resol uti on Determ nation (see Exhibit 10 of this order). Theaudit action
official shall forward the Audit Resolution Determination to the auditee and
the Accounting Notice of Audit Resolution Determination to the appropriate
accounting office, with information copies of both to the O G and the DOC s
Audit Followup Oficial.

.04 Preaward and Postaward Contract Audits. Procedures for resolution of
preaward and postaward contract audit reports are as foll ows:

a. The A G shall transnmit copies of preaward and postaward contract audit
reports to the appropriate contracting officer, who is the audit action
official (see Exhibits 5 and 6 of this order). If appropriate, the A G al so
shall transmt a copy of the report to responsible audit |iaison.

b. The contracting officer shall notify the OG of his final decision on
the audit issues by providing a copy of the price
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negoti ati on menorandum requi red by the Federal Acquisition Regulation or
menor andum t hat the contract will not be awarded. The contracting officer's
action is the final decision; there is no provision for elevation of audit
i ssues on contract audits.

C. The AGw Il track all reconmendations. The contracting officer is
encouraged to consult with the auditors during negotiations.

05. El evation of Audit Issues to Audit Resolution Council.
Procedures for elevation of audit issues (other than contract audits) which
cannot be resolved at the organizational unit level are as follows:

a. If the O G and the organi zational unit cannot reach agreerent within 105
cal endar days fromissuance of the final audit report, the OGw IIl, within
the next 15 cal endar days, notify the Audit Followup Oficial. The AGw I
provide a witten explanation of the issues in dispute with its notification
to the Audit Followup official. Wthin 10 cal endar days, the Audit Foll owup
Oficial will schedule a nmeeting of the Audit Resolution Council to be
convened within 30 cal endar days of the A Gnotification.

b. After the organizational unit has been notified that an Audit Resol ution
Counci|l neeting has been scheduled, it will have 15 cal endar days to submt
to the Audit Followup official a detailed witten explanation of
the-differences with the O Gon the audit.

C. If the matter is not resol ved by the O G and the organi zati onal unit
before the Audit Resolution Council neeting, the council will neet to discuss
the differences and deternmine a course of action.

d. If the Audit Resolution Council cannot reach a consensus agreenent, the
Audit Followup official will prepare a presentation of the issues including
both the 1Gs and the organizational unit's argunments for the Deputy
Secretary's decision. The presentation should include any O G and/ or

organi zational unit position papers submtted within 10 cal endar days of the
Audit Resolution Council neeting. The position papers should be in the format
provi ded at Exhibit 11, and include any |egal opinions as necessary. The Audit
Fol l omup Oficial should submit the presentation of the issues to the Deputy
Secretary within 20 cal endar days of the Audit Resol ution Council neeting.
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e. VWhen the invol ved organization unit head is the Assistant Secretary for
Admi ni stration, an Audit Resolution Council will not be convened. In this
case, the Assistant Secretary and the Inspector General will prepare position

papers in the format specified by Exhibit 11. The position papers should
reference their nost recent attenpt at resolution, and should be submtted
directly to the Deputy Secretary for a final nmanagenent deci sion

f. The use of a standard format for the position papers will facilitate the
Deputy Secretary's review of and deci sion on the outstanding i ssues. Exhibit
11 provides a basic format. The actual position papers should not exceed

t hree pages, and nust be signed by the head of the organizational unit and
the I nspector Ceneral, as appropriate.

g. The preceding tinme frames are designed to afford the Deputy Secretary a
m ni mum of 10 cal endar days to make a final managenent decision within the
180-day statutory reporting requirements. After the Deputy Secretary's fina
deci sion, the involved organi zational unit shall inplenent the decision

in the sane manner provided by this Order as it would for any other resol ved
audit report.

SECTI ON 7. PROCEDURES FOR RECORDI NG AND COLLECTI NG RECEI VABLES RESULTI NG FROM
AUDI T RESOLUTI ON.

.01 Upon receipt of the Accounting Notice of Audit Resol ution Determ nation
(see Exhibit 10 of this Order) or the contracting officer's demand for
paynment (see FAR 32-610(b) and 33.211), the responsible finance officer shal
record the appropriate anmount as a receivable effective on the date specified
in the Audit Resolution Determ nation or the contracting officer's demand for
paynment. The Audit Resolution Determination is the initial demand for paynent
of debts related to financial assistance awards. If payment is not received
pursuant to the Audit Resolution Determ nation or the contracting officer's
demand, the accounting office shall continue to bill the auditee for the
anount due in accordance with applicable DOC regul ati ons and procedures and,

i f necessary, refer the debt to the appropriate workout group. Wrkout groups
can attenpt to collect seriously delinquent debts by negotiating paynents

in regular installnents; by referring the debt to private sector debt

coll ection agencies; by admnistrative offset; or by referral to the
Departnent of Justice for litigation. if after diligent efforts to collect
the debt have failed and it is determned to be in the Governnent's best

i nterest, the workout groups can al so recommend conprom se, suspension, and
term nation of collection activity in accordance wth governnent wi de and
Departnental regul ations and poli ci es.
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.02 Demands for payment and collection activities shall be in conpliance
with the applicable requirenments of DAO 203 28 and DOC s Cash Managenent
Pol i ci es and Procedures Handbook; DAO 203-35 and DOC s Credit and Debt
Managenent ORerating Standards and Procedures Handbook DAO 203-23 on

coll ection, conprom se, term nation, and suspension of clains; DAO 2034 and
the DOC s Handbook of Accounting Princi Rles and Standards; 4 CFR 101 et

seq., the Federal Cains Collection Standards, as inplenented through DOC
policies, procedures, and regul ations; and FAR 32.6 and FAR 33. 211 on demands
for paynent nade by contracting officers

.03 If no paynent is forthcom ng or no authorized repaynent arrangement is
approved after the required nunber of denmands are made, the accounting

of ficer shall refer the debt to the appropriate workout group in accordance
wi th established DOC procedures. The accounting officer shall provide the
audit liaison with notification of this action.

.04 Deci si ons on whether to conprom se a debt or to suspend or terni nate
collection action shall be nmade solely on the basis of the applicable doll ar
amounts and ot her standards in 4 CFR 103 and 104; docunentation that was
subm tted by the debtor requesting or supporting conprom se, suspension or
term nation, on any grounds other than the legal validity of the debt.

Del egati ons of authority to conpronise, suspend, or term nate collection
action are provided in DAO 203 23.

. 05 Each determination within the DOC to term nate collection action on
audit-rel ated debts, unless made with Department d Justice concurrence

shall be fully justified and docunented by the appropriate agency officials
and nmust be approved by the appropriate |egal officer with responsibility for
the type of debt in the affected organi zational unit. A conplete copy

of each such determ nation (with copies of notices to the debtor, supporting
justifications, explanations, clearances and approvals) shall be forwarded to
the Ofice of Inspector General and to the audit action official within 10
wor ki ng days of any such deci si on.

SECTI ON 8. APPFALS OF FI NANCI AL ASSI STANCE AUDI T DETERM NATI ONS

.01 Upon receipt of the audit resolution determ nation, the auditee has 30
cal endar days to subnit a witten appeal of the DOC s decision to the head of
the organizational unit that provides financial assistance adm nistration of
t he subject grant or cooperative agreement, with a copy to the Ofice of

I nspector General. To be valid the appeal must be postrmarked within the
30-day period. The auditee nust submit an
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expl anation of its dispute with the Audit Resol ution Determ nation and any
new supporting docunmentation with the appeal. Docunentation previously
reviewed by the OGw Il not be reviewed again, but may be referenced by the
audi t ee.

.02 If the Deputy Secretary nmade the original Audit Resol ution
Det erm nati on under DAO 2135, the auditee's appeal will be addressed to the
Deputy Secretary for his/her reconsideration of the determ nation.

.03 If a valid appeal is not received, the right to appeal is |lost. For

pur poses of judicial review, an unappeal ed Audit Resol ution Determnation
shall be the final decision of the DOC with respect to the ambunts and nerits
of the debt; the auditee will have to go to court to continue its dispute of
the legal validity of the debt. The appeal procedure is the |ast opportunity
for auditees to furnish avail abl e evidence to support their dispute of a debt
(see 4 CFR 102.2(d)).

.04  An appeal does not prevent the establishment of the auditrel ated debt
nor does it prevent the accrual of interest on the debt. If the Audit

Resol ution Determnation is overruled or nodified on appeal, appropriate
corrective action will be taken retroactively.

.05 If the debt established by the Audit Resolution Determination is
subject to administrative offset, receipt of an appeal will stav the offset
of funds owed by the auditee against funds due to the auditee, in accordance
with the DOC s regul ations published in 15 CFR 21. Once an appeal decision is
made, the other requirenents and procedures under 15 CFR 21 shall be foll owed
to effect an offset, as provided in paragraph .11 bel ow.

.06 The appropriate organi zational unit shall acknow edge receipt of the
appeal within 5 working days. If the appeal was not submitted within the
requi red 30 cal endar day period, the auditee shall be notified that their
appeal is denied.

.07 The deci si on on appeal of an audit-rel ated debt shall be made within 30
wor ki ng days after receipt of the appeal and on the basis of the record
existing at the expiration of the tinme limt for filing an appeal

.08 Wthin ten days of the receipt of the appeal, the Ofice of |Inspector
CGeneral will reviewthe appeal and supporting docunments and provide its
position on the appeal in witing to the appropriate organizational unit.
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.09 Wthin twenty days of the receipt of the appeal, the appropriate
organi zational unit will prepare a decision on the appeal for the signature
of the head of the organizational unit. The decision should contain the sane
information as required for the Audit Resolution. Determ nation, or as
required in 15 CFR 21.11 if the debt is subject to admnistrative offset. In
addition, if the original DOC decision has been nodified or overrul ed on
appeal, the letter shall explain the corrective action taken or to be taken
by the DOC. The decision nust be signed by the Inspector General or the AG
designee. If O G does not concur with the decision, the organizational unit
will informthe auditee that the decision will be delayed. The issue will be
el evated to the Deputy Secretary for a final decision by the DCOC

.10 If the O G concurs with the decision, the organizational unit will send
it to the Ofice of General Counsel for clearance. If the clearance has not
been received within five working days the appropriate organi zati onal unit
will notify the auditee that the decision will be delayed. If the office of
Ceneral Counsel does not concur with the decision, the issue will be el evated
to the Deputy Secretary for a final decision by the DOC

11 If the Ofice of General Counsel concurs, the organizational unit wll
di stribute the decision on the appeal to the auditee and take inmedi ate
action to collect the funds due:

a. If an offset of funds was determ ned appropriate, it shall be handled in
accordance with the DOC s adm nistrative of fset regulations, 15 CFR 21.
Pursuant to the authority of the Assistant Secretary for Adm nistration, the
deci sion on an appeal shall be the review provided for in 15 CFR Section?2l1.3
(c) to determ ne whether a debt is valid.

b. Any debt which is not to be offset shall be handl ed in accordance with
appl i cabl e Governnent-w de and DOC cl ai ns col | ection procedures -except that
the DOC shall not accept any nore docunentary evidence froma debtor to
support the debtor's continued dispute of the nmerits of the debt. (Docunents
supporting other issues--such as inability to pay--may be accepted.)

SECTI ON 9. PROCEDURES FOR MONI TORI NG AUDI T RESCLUTI ON

.01 Pursuant to DAO 213 3, each Secretarial Oficer or head of an
organi zational unit shall designate an individual to serve as audit |iaison

.02 The audit liaison is responsible for the central managenent and
coordi nation of audit resolution and inplenentation



recommendati ons in accordance with OvB Circular A50 and this order. For
managenent audit reports, the audit action official should be the responsible
program official for the audited area. For financial assistance audit

reports, the audit action official should be the responsible financial

assi stance officer.

.03 The O G shall provide the audit liaison with nmonthly dataon all
unresol ved audit recommendations for use in nmonitoring audit resol ution
wi thin individual offices in the organizational unit. The O G shall also
provide information on overdue witten determ nations.

.04 Mont hly, the O G shall provide the Audit Followup official with data
on the status of audit resolution and overdue witten determinations. The
Audit Followup Oficial shall report at |east semannually to the Secretary
and Deputy Secretary on the status of audit followup.

.05 After an Audit Action Plan or Audit Resol ution Proposal has been
submtted and agreed upon, the O G shall return a signed copy of the Plan to
the audit liaison, send a copy to the DOC s Audit Followup official, and
retain a copy.

.06 The audit |iaison shall report quarterly (by the 15th of the nmonth
followi ng the close of each fiscal quarter) to the Audit Followup Oficial
on the organizational unit's inplenmentation of the Plans and Proposals in his
or her unit. The format of the status reports will be determ ned by the
Audit Followup Oficial. The information subnitted in these reports wll be
used to prepare managenent's sem annual reports to the Congress on final
action.

.07 I f necessary, the organizational unit can nodify the Audit Action Pl an.
If nmodifications are made, the O G nust be consulted and nust approve the
changes in witing in advance. If the O G does not believe nodification of
the Plan is warranted, this action will be discussed at higher |evels of the
organi zational unit's and O G s managenent. |If a satisfactory agreenent is
not reached, the Audit Followup official shall report the matter to the
Deputy Secretary for a decision.



DAO 213-5 -23- 10. 00

SECTI ON 10. EFFECT ON OTHER ORDERS,

This Order supersedes Departnent Administrative order 2135, dated March 17
1982.

si gnhed,
| nspect or Genera
Assi stant Secretary for Adm nistration

approved,
Secretary of Comrerce

Ofice of Primary Interest
O fice of Inspector Genera

USCOVM DC- 91- 8976



APPENDIX A

Elapsed
Time

(O days)

(60 days)

(75 days)

(105 days)

(120 days)

(150 days)

(160 days)

(170 days)

(180 days)

AUDIT RESOLUTION TIME LINE
(In Calendar Days)

Management Audits Financial Audits

OIG Final Report Issued OIG Final Report Issued
30 days

Grantee, Response

30-60 days
15 days

Program Office Comments
30 days

Organizational Unit Submits Audit Action Plan

15 days 15 days
OIG Notice to Organizational Unit of Agreement/Disagreement

30 days 15 days

OIG Notification to Assistant Secretary for Administration

15 days
Assistant Secretary for Administration Convenes Audit Resolution Council
30 days

OIG and Organizational Unit Decision on Attempts to Resolve

10 days

OIG and Organizational Unit Submit Position Papers
to Assistant Secretary for Administration

| 10 days

Assistant Secretary for Administration Submits Decision Package to
Deputy Secretary

Deputy Secretary Final Management Decision

DAO 213-5

Elapsed
Time

(0 days)

(30 days)

(45 days)

(75 days)

(90 days)

(105 days)

(120 days)

(150 days)

(160 days)

(170 days)

(180 days)
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[ TRANSM TTAL MEMORANDUM TO AUDI T LI Al SON
MANAGEVENT AUDI T]

MEMORANDUM TGO (Audi t Liaison)
FROM (Appropriate OG Oficial)
SUBJECT: Audit Report No.

Subj ect of Audit:

We are attaching a copy of the subject audit report for your
action in accordance with DAO 2135, "Audit Resolution and

Foll owup." Pl ease advise us immediately of the nanme and

t el ephone nunber of the audit action official for this report.
Requests fromthe public for copies of this report nust be
referred to the office of Inspector General, Ofice of Counsel,
Room 7892, Herbert C. Hoover Building for response under the
Freedom of Information Act.

(Option: Insert here any infornmation needed to explain the
report. ]

Under DAO 213-5, your agency has Nunmber of Days cal endar days
fromthe date of this nmenorandumto reach a decision on the
actions that it proposes to take on each audit finding and
recommendati on and to submt an Audit Action Plan to this
office. The format for the plan is Exhibit 7 of the DAO Under
the DAO, the Ofice of Inspector General must concur with your
proposal before it nmay be inplenmented. The DAO prescri bes
procedures for handling any di sagreenents this office may have
with the Audit Action Plan.

Any inquiry regarding this report should be directed to Nane of
this office at Phone Nunber.

Al'l correspondence should refer to the audit report nunber
gi ven above.

At t achnent
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[ TRANSM TTAL MEMORANDUM TO AUDI T ACTI ON OFFI Cl AL
FI NANCI AL ASSI STANCE AUDI T]

MEMORANDUM TGO (Audit Action Oficial)
FROM (Appropriate OG Oficial)
SUBJECT: Audit Report No.

Audi t ee:

Awar d No.

We are attaching a copy of the subject audit report for your
action in accordance with DAO 2135, "Audit Resolution and

Fol l owup." (A copy of the report has been sent to the auditee/
reci pient, which has thirty (30) days fromthe date of the
transmttal to submt comments and supporting docunentation to
you.) A copy of our transmttal letter also is attached.
Requests fromthe public for copies of this report nust be
referred to the Ofice of Inspector General, Ofice of Counsel,
Room 7892, Herbert C. Hoover Building for response under the
Freedom of Information Act.

[Option: Insert here any information needed to explain the
report. |

Under DAO 213-5, you have Nunber of Days cal endar days fromthe
date of this nmenorandumto reach a decision on the

actions that your agency proposes to take on each audit
finding and recommendation and to submit an Audit Resol ution
Proposal to this office. The format for the proposal is
Exhibit 8 of the DAO. As applicable, your witten proposal
must include the rationale and/or |egal basis for reinstating
any questioned costs in the report and should reference any
supporting docunentation relied on. Under the DAO the office
of I nspector General nust concur with your proposal before it
may be issued as a final determ nation and inplenented. The
DAO prescri bes procedures for handling any di sagreenents this
office may have with the Audit Resol ution Proposal.

Any inquiry regarding this report should be directed to Nane of
this office at Phone Nunber.

Al'l correspondence should refer to the audit report nunber
gi ven above.

At t achnent
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[ TRANSM TTAL MEMORANDUM TO AUDI T ACTI ON OFFI Cl AL
LOAN LOAN GUARANTEE AUDI T]

MEMORANDUM TGO (Audit Action Oficial)
FROM (Appropriate OG Oficial)
SUBJECT: Audit Report No.

Audi t ee:

Loan/ Loan Guar ant ee No.

We are attaching two copies of the subject audit report for your
action in accordance with DAO 2135, "Audit Resolution and

Fol  ow-up." (A copy of the report has not been sent to the
auditee (and/or lender].) The report nay not be released to the
auditee [and/or | ender] w thout the concurrence of the office of
| nspector CGeneral. Requests fromthe public for copies of this
report nmust be referred to the office of Inspector Ceneral,

of fice of Counsel, Room 7892, Herbert C. Hoover Building for
response under the Freedom of Information Act. Because sone of
the information contained in this report may be confidential the
prohi bitions of 18 U S.C. 1905 may apply to the unauthorized

rel ease of this report.

(Option: Insert here any infornmation needed to explain the
report. |

Under DAO 213-5, you have Nunber of Days cal endar days fromthe
date of this nmenorandumto reach a decision on the actions that
you propose to take on each audit finding and recommendati on and
to submt an Audit Action Plan to this office. The format for
the plan is Exhibit 7 of the DAQ Under the DAO, the Ofice of

| nspect or General nust concur with your proposal before it may
be i npl enented. The DAO prescribes procedures for handling any
di sagreenents this office nmay have with the Audit Action Plan.

Any inquiry regarding this report should be directed to Nane of
this office at Phone Nunber.

Al'l correspondence should refer to the audit report nunber
gi ven above.

Attachnents
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[ TRANSM TTAL LETTER TO AUDI TEE
FI NANCI AL ASSI STANCE AUDI T]

( Narre)
(Addr ess)

Dear Sir or Madam
Encl osed is a copy of Audit Report No.

concerning the followi ng Departnent of Commerce financia
assi stance award:

Reci pi ent:

Awar d No.

Fundi ng Bur eau:

The final report was prepared by

This letter is notice of your opportunity and responsibility to
review the report and to devel op a conpl ete response that
addresses each audit finding andrecomendation. If you believe
that the report is in error in any respect, or if you disagree
with any of the findings and recomendations, it is inportant
that you explain the error or your reasons for disagreenent and
either submt to the Departnent evidence which supports your
contentions or reference any such evidence previously submtted
to this office. You al so nust explain how each docunentary

subm ssi on supports the position you are taking; otherw se, we
may be unable to analyze the information.

Your conplete response will be considered by the Departnent in
arriving at a decision on what action to take with respect to
the findings and recommendations in the audit report. Enclosure
| of this Exhibit explains applicable adm nistrative dispute
procedur es.

Your response to this report nust be postnmarked no | ater than
thirty (30) days fromthe date of this letter. There wll be no
extensions to this deadline. If you do not submt a response
wWithin the required tinefrane, you will have no other
opportunity to submt coments, argunents or docunentation
before the Departnent nmakes a decision on the audit report.
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Pl ease send your response [including docunentary evidence) to
the follow ng audit action official:

(name and address)
Pl ease send a copy of the response letter to:
(OGaudit official's nanme and address)

After evaluating your response, the audit action official my
provide you with further guidance or request clarification of
your response. As you prepare your response, if you have any
gquestions about this report or the process by which the
Departnment reaches a final decision, please call (Nanme)

of this office at (Phone Nunber), referring to the audit report
nunmber given above.

Si ncerely,

(Appropriate O G official)
Encl osures
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Encl osure 1
NOTI CE TO AUDI TEES
Fi nanci al Assi stance Audits

1. Audit requirenents applicable to a particular financi al
assi stance award may be established by |law, regulation, policy
or the terns of the recipients financial assistance agreenent
wi th the Departnment of Commrerce.

2. The results of any audit will be reported to the bureau or
of fice adm nistering the financial assistance award and to the
reci pient/audi tee, unless the Inspector General of the
Departnent determnes that it is in the Governnent's interest to
wi t hhol d rel ease of the audit report.

3. The results of an audit may | ead to adverse consequences
for the auditee, including but not limted to the foll ow ng
actions (which are subject to applicable | aws and regul ations):

I suspensi on and/or term nation of current awards;
I referral of identified problens to other Federal funding

agencies and entities as deened necessary for renedi al
action;

denial of eligibility for future awards;

cancel ling the authorization for advance paynent and
substituting reinbursenment by check

establ i shnent of special conditions incurrent or future
awar ds;

di sal | owance of costs, which could result iha reduction in

t he amount of Federal paynents, the w thhol ding of paynents,
the offset of a-nounts due the Governnent agai nst anounts
due the auditee, or the establishnment of a debt and
appropriate debt collection followup (including referrals
to collection agencies).

Because of these and ot her possi bl e consequences, an auditee
shoul d take seriously its responsibility to respond to audit
findi ngs and recommendati ons with expl anati ons and evi dence
whenever audit results are disputed and the auditee has the
opportunity to comrent.
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4. To ensure that audit reports are accurate and reliable,.

an auditee may have the follow ng opportunities to point out
errors (of fact or law) that the auditee believes were nade

in the audit, to explain other disagreenents with audit
findings and recommendati ons, to present evidence that supports
the auditee's positions, and to dispute final determ nations:

1 During the audit, the auditee may bring to the attention of
the auditors at any tine evidence which the auditee believes
affects the auditors' work.

At the conpletion of the audit on site as a matter of
courtesy, the auditee usually is given the opportunity to
have an exit conference to discuss the prelimnary audit
findings andto present a clear statenent of the auditee's
position on the significant prelimnary findings, including
possi bl e cost di sal |l owances.

Upon issuance of the draft audit report, the auditee nmay be
given the opportunity to comment and submt evidence during
the 30-day period after the transmttal of the report. (The
| nspector CGeneral reserves the right to decide not to issue
a draft report to the auditee.)

Upon i ssuance of the final audit report, the auditee is
given the opportunity to comment and to present evidence
during the 30-day period after the transmttal of the
report. (There are no extensions to this deadline.)

Upon i ssuance of the Departnent's decision (the "Audit

Resol ution Determ nation") on the audit report's findings
and recommendati ons, the auditee has the right to appeal for
reconsi deration within 30 cal endar days after receipt of the
Determination letter. (There are no extensions to this
deadline.) The Determ nation letter will explain the

speci fic appeal procedures to be foll owed.

After an appeal is filed, or after the opportunity for an
appeal has expired, the Departnment will not accept any
further subm ssions of evidence concerning an auditee's

di spute of the Departnent's decisions on the resol ution of
the financial assistance audit. If the' appeal decision
uphol ds the finding that the auditee owes noney or property
to the Departnent as decided in the Audit Resol ution

Determ nation, the Departnent wll
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t ake appropriate collection action but will not thereafter
reconsider the nerits of the debt.

1 There are no other adm nistrative appeals available in the
Depart nent.
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( TRANSM TTAL MEMORANDUM TO AUDIT ACTION OFFICI
POSTAVWARD CONTRACT AUDIT)

MEMORANDUM TO (Contracting O ficer)

FROM: (Appropriate O G Oficial)
SUBJECT: O G Reference No.

Audit Report No.

Contract No.

Audi t ee:

We are attaching two copies of the subject audit report for your
action in accordance with bA0213-5, "Audit Resol ution and

Fol l owup." A copy of the report has not been sent to the

audi tee/ contractor. Please refer to the report for specific
instructions, if any, on the handling or release of the report.

(Option: Insert here any infornmation needed to explain the
report. |

Under DAO 213-5, you nust submt your decision on actions to be
taken on each audit finding and recomendati on. As applicabl e,
your decision should include the rationale and/or | egal basis
for reinstating any questioned costs in the report, for
proposi ng settlenent of any claimby the Governnent, and for
treating other issues differently fromthe report. (Instructions
for preparing a contracting officer's decision under the

Di sputes Act are contained in FAR 33.211. Instructions for
preparing a contracting officer's demand for paynent are in FAR
32.610(b).)

Any inquiry regarding this report should be directed to Nane of
this office at Phone Nunber.

Al'l correspondence should refer to the audit report nunber
gi ven above.

Attachnents
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[ TRANSM TTAL MEMORANDUM TO AUDI T ACTI ON OFFI Cl AL
PREAWARD CONTRACT REVI EWW

MEMORANDUM TGO ¢ ontractirgofifier)
FROM (Appropriate O G Oficial)

SUBJECT: O G Ref erence No.
Audit Report No.
Solicitati on No.
Audi t ee:

We are attaching two copies of the subject audit report for your
action in accordance with DAO 2135, "Audit Resolution and

Fol | owmup. 11 A copy of this report has not been sent to the

audi tee/ contractor. Please refer to the report for specific
instructions, if any, on the handling or release of the report.

[Option: Insert here any infornmation needed to explain the
report. |

Under OMB Circul ar A 50, "Audit Followup,"” and DAO 2135, "Audit
Resol ution and Followup,” this audit report will be resol ved
when a contract price is negotiated, or you indicate to us that
the proposed award or nodification has been cancel ed -whi chever
occurs first.

You nust send this office either the resulting price negotitin
menorandum required by the FAR thirty days after contract award
or nodification or a notice that a contract award was not nade.
The negoti ati on menorandum nust address all of the findings and
recommendations in the audit report and include the rationale
and/ or legal basis for treating any cost issues differently
fromthe report.

Any i nquiry oconenirgthsreport should be directed to (Nane) of this
of fice at (Phone Nunber).

Al'l correspondence should refer to the O G reference nunber
gi ven above.

Attachnents
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AUDI T ACTI ON PLAN

TO (OG Oficial Responsible for Audit Report)
THRU: (Audit Liaison)
FROM (Audit Action Oficial)
SUBJECT: Audit Report No.
Report Date:

Audited Entity:

The follow ng describes the actions this agency proposes to take
in response to the above-referenced audit report.

[ COMPLETE FOR EACH FI NDI NG
o Title of Finding:
o0 O G s Recomrendati on:

o Actions Taken or Planned: (Include target dates for
conpletion and internmediate m | estone dates.)

o0 As applicable, Rationale and/or Legal Basis for Rejection of
O G s Recomendat i on:

o Dollar value of funds to be put to better use:

o O G Concurrence: (Upon resolution, to be signed by
appropriate O G official)
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TO
FROM

SUBJECT:

Check One:

Qur

DAO 213-5

AUDI T RESOLUTI ON PROPOS

(OG Oficial Responsible for Audit Report)
(Audit Action Oficial)

Audit Report No.
Report Date:
Audi t ee:

proposal for resolving the financial andnonfinanci al

O recommendations in the subject audit report are contained in
Parts A and B bel ow.

Only Part A (financial recomrendati ons) has been conpl et ed.

Only Part
[] conpl et ed.

B (nonfinancial recomendati ons) has been

PART A ( Fl NANCI AL)

[ COMPLETE FOR EACH FI NDI NG|

I Brief Statenment of Finding and Recomendati on:

I Proposed Resolution Actions:

(Description/ Expl anati on, as needed)

(Fi nanci al

Sunmary)

a. Costs Questioned:

b. Proposed to be All owed:

:. Proposed to be Disall owed:

I Rationale and/or Legal Basis for Action:

I O G Concurrence: (Upon resolution, to be signed by appropriate O G of-




‘ =

3a.

3b.

3c.

4a.

4b.

4c.

Total project costs or total costs clainec
(Per audit report):

Total costs questioned in report (3c+4c):

Unsupported costs proposed to be all owed:

O her questioned costs proposed to be
al | owed:

Tot al questioned costs proposed to be
al l owed (3a+3b):

Unsupported costs proposed to be
di sal | owed:

O her questioned costs proposed to be
di sal | owed:

Tot al questioned costs proposed to be
di sal | oned (4a+4b):

Addi ti onal costs not questioned but
proposed to be disallowed by the Audit
Action Oficial:

Tot al proposed disall owed costs (4c+5):

Total proposed all owed costs (1-6):

PART B ( NONFI NANCI AL)

[ COMPLETE FOR EACH FI NDI NG|

Brief Statenent of Finding and Reconmendati on:

Proposed Resol ution Acti ons:
Rati onal e and/ or Legal Basis for Action:

O G Concurrence:

Dat e
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| NSTRUCTI ONS FOR PREPARATI ON OF AUDI T RESOLUTI ON DETERM NATI ON

These instructions do not mandate a specific format but do
provide mninmumrequirenents to be used to notify a financia
assi stance recipient by letter of the Departnent's financial and
nonfinancial determ nations after resolution of a final audit
report.

1. The audit action official has ten working days after
agreenent is reached on the proper resolution of the audit
report to send the Departnment’'s Audit Resol ution
Determ nation to the auditee by certified mail, return
recei pt requested, or by any other nethod that provides
evi dence of receipt. The audit action official will ensure
that the Determnation is mailed or placed in a delivery
systemthe sane date as appears on the letter.

2. The Audit Resol ution Determi nation letter shall include, at
a mninmum the follow ng:

' the Departnent's decision with respect to each audit
finding and recommendation in the final report,
i ncluding the determ nation that the auditee owes the
Departnment $ and that an account receivable is
bei ng established effective on the date of the letter;

t he reasons that support the Departnent's decision on
each i ssue;

the reasons that-the Departnent rejected in whole or in
part the coments, argunents, and/or evidence submtted
to the audit action official by the auditee;

a demand that the auditee repay, within 30 days fromthe
date the determnation letter was mail ed or hand
delivered, the $ t hat has been found ow ng;

a statenent that the agency records supporting the debt
are the final audit report (already furnished), the
auditee's response (if any), and this letter;*

a statenent that, if no paynent (or witten agreenent on
repaynent) is received during the 30-day period,

* |f additional records are relied on, they should either be
furnished at this tinme or referenced, or the auditee shoul d
be given the opportunity to inspect and copy the records.
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t he Departnent shall inplenment the financial

determ nations made during the audit resolution process
by instituting appropriate collection action, including
possible referral to a debt collection agency and credit
reporting bureau, or collection through admnistrative,

of f set;

an expl anation of the applicable standards for assessing
interest, penalties, and adm nistrative costs;

an expl anation of the applicable appeal rights of the
audi tee, and the procedures by which the Departnent
makes a decision on the appeal, i.e., a summary of
Section 8 of the DAQ

an explanation of the fact that, after the appea
procedure is conpleted, the auditee has no further
recourse with the Departnent to dispute the |ega
validity of the debt; and

instructions on where to file the appeal, with the nane
and title of the official to recieve the appeal and the
name, title, address, and tel ephone nunber of a
responsi bl e official who can explain the claimand
answer rel ated questi ons.

| f the Deputy Secretary made the original Audit
Resol uti on Determ nation under DAO 2135, the auditee:s
appeal will be addressed to the Deputy Secretary for
hi s/ her reconsideration of the audit determ nation.

A copy of the Audit Resolution Determination letter shall be

attached to the Accounting Notice of Audit Resol ution
Determ nation (Exhibit 10) furnished to the aocountrgofficer
and ot hers, as applicable.
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ACCOUNTI NG NOTI CE OF AUDI T
RESOLUTI ON DETERM NATI ON

TO. (Appropriate Organi zational Unit Accounting
or Finance O ficer)

FROM (Audit Action Oficial)

SUBJECT: O G Audit Report No.

Awar d/ Contract No.

Audi t ee:

The Departnent has reached a decision onthe actions to be taken
to resolve the subject audit report. Attached is a copy of our
letter notifying the auditee of the decision. Pursuant to the
specific terms of the letter, appropriate accounting action
shoul d be taken.

= Make final paynent to the auditee. See SUVWMARY bel ow.

= Est abl i sh an account recei vabl e and undertake coll ection
0 action. See SUMMARY bel ow.

= Deobl i gate funding as provided in the attachnent.

As provided in the attachnent, change advance paynent
aut hori zation to rei nbursenent paynent only or revoke or
adjust any letter of credit as appropriate.

Col | ect unauthorized interest fromthe auditee in the anpunt
of $

Pursuant to 15 C F.R S21.3, adm nistrative offset nay be an
appropriate collection action. Attached is a |ist of known
sources of funds due to be paid to the auditee.
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SUMVARY

Total anmpbunt of DOC awar d:
Total expenditures on project:
Di sal | oned costs:

Difference (2 - 3):

DOC share of ampbunt on |line 4:

Total anmount cl ai med by recipient:

DOC funds di sbursed:

Accepted costs: Lesser
anmount fromline 1, 5, or 6

Difference (7 - 8)
Check one:
[ Ampbunt owed:

O F nal paynent anount:

EXH BI'T 10




EXH BIT 11 DAO 213-5

POSI TI ON PAPER

SUBJECT: Audit Report Title
Audit Report Nunber
Final Audit Report Date

AUDI T RECOVMENDATI ON: (i nsert specific | anguage fromthe final
audit report)

| SSUE: (briefly describe the basic O G Organi zati onal Unit
di sagreenment on the audit recommendati on)

BACKGROUND: (provide any appropriate background information,
including only material discussed or referenced at the Audit
Resol ution Council neeting; no new information can be presented
in the position paper unless all Council participants agree in
advance.)

DI SCUSSI ON:  (present the organi zational unit's or OG s position
on the issue to be resolved; this section can also be used to

di scuss the other party's position on the issue as explained at
the Audit Resolution Council neeting as well as any applicable

| egal opinions.)

PROPOSED RESOLUTI ON: (present a proposed resolution action that
the Deputy Secretary is being requested to adopt as the
Departnent's final managenent decision; the organizational unit
shoul d i nclude appropriate inplenentation actions and m | estones
with specified dates to preclude m sunderstandi ngs follow ng the
Deputy Secretary's decision.)

S| GNATURE:
NANE:

TI TLE:
DATE:



